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Pony ifr. Mwsgs M

Purther veferonce in nade 0o your lotter of Fubrwavy @b, 1557,
sragonitting correspondence fron the sttormsy far the lodivelopuent
Agoney of the City of Sacrazento, California, concerning its eommlaint
cgadnst Ghe actisn of the Ceoncrsl Services Adminiotration (U3A) Ia pro-
- paying the purchace price of o Pedoral office building and conethoule
loaafkid da o yodovelopment project ares in Sacrasento.

Mans for conptyucting the building propused by the Addinlstrator
of GOA undey authorily of the Public Puildiucs Rurchage Contract Ast
o 155h, us umonded, 4O U.8.¢. 353, weye spproved by rosolutions of
(ho Houpe and Seante Coamalilocs on Public Works on June 13 and 82,
1956, reapectivaly, ae veqnirsd ly sadd det, Whls act provided wudhor-
ity fop GUA o obUada ond provide apace Dor the activitles of the
fovornacnt wndsy leaso-purchase coavracts of pot loog than don now mere
thon twenty-Pive yeoars. The aget aldo provided that title to the prope
oty could oot be acauirnd Wy the Jovermment gelor to Uhe cuplration
of Uho coutvact Uers speeiliisd, in the abscnes of speelfie anproprice
tlon of funds by Congress {or ouch purposey aad thal any Intevest ia
geal progorty comuired wndor 1% toyms would Be swbject to state wpd
loca) cares witil cuch time a3 $itle veated in the Unitod Statos.

Tn 1056, based on the aspunption that amy loase-purehage eontract
cngeuted by the Covermment would be for 29 yasrs, and the Surther
aseupbion thab sitle could ao% be acquired dafore cxplvatlon of this
noriad, Qurlog wbich time Yw estinated yourly tax lickility uould be
spproxinntely J122,000, she Redevelopmmt Agency mold 92,000,600 of
texn ellgeation Bonds. Thece camwnpbions, ond reproscatabions %o
sotential dnvestors, vere Basced on the foldowing Llottor of llarch 22,
‘%{956, fron the Dopmby Reglonal Dirgetsyr of DA 3o Ghe Dodevolopmond
Ji¥serstedd

"Your lotbar of Novch 16 acked aboul e wothod of
finomeing ulrich vould be wged A2 $he gvopesed uew Foderal
Suilding iz built on the Capitol Mal} in Jacragents. e
have vesomuendod constiuction of o new bulldiag on the
fall under tho Fonse Purchage Act, Public Zaw 319, 83rd
Ceaswesa, cogy ottochad, As a salbter of foct, there is
20 other current acnsttuction progran uvnder wvhich Che
hwidlding conld bo buils.
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“The Ast vequires thet the terma of the purchage conw
tract shall not bBe lcss than ton, nor more then twenty-five
yeays, and that title to the properiy chall west in the
United Stotes at or bofope the expiration of the contraol
tern. It ia definitely expected that the coutract term
on 8 large projsct such me-this would he £or the full
tueaty-five yoaw period, The Act also provides that title
to the property canhot be cequired prior to ihe oxpiration
of ¢ho conbtyact term spocified, in the abueuce of snogific
sppropriation of funds by Conxvess for such acquisition.

“Payment of taxes during the texm of the conmtyaet is
provided hy the following paragroph qioted fyom tho Acts
'vith raegpeet to any intercst in real properly acguired
wnder the provisions of this cection, (he same chioll be
gubject 4o Stata and loeel Saxes wntil title 4o tho saue
shall pass 0 the Covernment of the United States.'”
{Ungersecoring supplicd.) :

Pofore contracts for convtructing ond financing the building vore
le%, the Indenemiont Offlces Appropriation Act, 1559, 72 Stat. 1063,
vas cnacted on Angust 28, 1938. As origimelly propuscd, this net
would have prohibited the use of any funds for leage-purchiasge Cone-
tracts, cxzcept for peven projects. As finally passed; 1t cxcluded 29
srojects, including Sacramento, from its prohibition and further Bro-
vided muthority for the Administrator of GSA o entor into s 10-yeor
contract for the project ot Eocranento. Senstoy Dirksen intreduced
the agendment rospecting Sacrapento and his remsxka o8 voported in the
Congressicnal Record, June 9, 1258, pages J430-31, iadicate a cleor
intention ¢o allow Sacramento 10 years in which o collect foxes on
the Federal bullding to help retire the bonds which vere sold on the
assumption thare would be a3 loag term lease. '

The contracts for coawtruction and financing of (he building vero
ouscuted on June 30, 1959. The costract Yo Pimance wag with Dankors
Life Company for a term o 10 years, vith the follewing proviso:

"Article 6. Oubject to specific appropriation, the
Government chall have the pight to prepay, at any tine
during the last helf of the tara of this Pitle III, the

sotive remaining wpald balance of the Purchuase Price
upon $ix months prise written notice to the Inveastor of
intention to do zo, ¢ # #.%
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Dy letter dated Jonmavy 25, 1066, GSA notificd Damkers Life of
i%s intention to exercise ite right, undor the cantroct, o pregay tho
eatire venainday wapaid balance, '

On Geptenber 6, 1966, the Indepondent Officcs Appropriation Ael,
1967, 80 Stat, 663, was syproved ond insluded an item of $9,7h6,000,
“For payments of principel, intorest, texes; and any other ¢bligations
uwnder contracts cntered into purdswant to the Public Buildings Purchase
Contract Act of 1954." The following cobpent on this logislation by
the Comities on Apprapriations appears ot page 11, Houwce Report No.
2477, 89th Congreps, Ond Seczion:

"Tne bIIl containe 56,746,000, the fuil hudget cetimate,
for propayment of the Sacramanto, California, purchase
contract and insbellsent nayments and taxes on the remain-
ing five lesge-purchase contracts authorized under the
Public Buildings Purchage Contract Act of 1954, Under the
terns of the cintyacts on the remaining projects GSA cane.
not oxpreise its purchagse options uwatil 1373, However, the
Comnittee urpes thad GUA enter into purchagse nepotistions
whenever tha opportunity ayiscs. (Undsrscoring supplied.)

Pursuant to the suthority of this act, the balance due under the cin~
tract to finance was paid and a deed of conveyasuce 0 the building vas
delivered to the Government on Soptembor 20, 1966. The Cheirmen, Gub-
corrdttee on Independent Officas Appropriations, Committea én Appro-
prisbions, United States Senate mnd louge of Reprosentatives, vespecs
sively, vore aotified of such action on October 22, 1966, Approsi-
mately 120,000 had been pald to the County of Dacrasento {or taxos
assessed hHeyond the cloaing date end o yefund of guch amount vwos
sequasted by lotter dated October 2L, 1066. This request is apparently
undey consideration af ihis Cime.

The Redevelopnont Asency of the City of Sacramento, through its
attorney, contends that GUA has acted in on orbitravy, capricicus, and
wnrcasonable wonderj that there was no authority fow including the pro-
paymont clouse in the contrast; that neither the Redovelopment Agency
aor the Ueportnent of Housing and Urban Developnent were notified of
ghe action being talken to prepay; and that hed Congress boon aware of
the history concerning Timancing of the Sacranento project it would
not have approgriated the money %o prepay the contract ¢o finance.

The GSA lsttor of 1956, quotad above, corrcetly ototed the law as
it exdoted at that tisme and vag not, in cur opinion,niclesding or
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projudicial to the Redevelopment Agency or the City of Sacrgucnto. Any
hardehip which has befallen the Ageacy and City rosulted not from any
illeqal or copadicious action on the pert of GBA, but vatheyr from a
change in Govermentel policy widh respect to the public buildings pro-
goeom, as first oxpressed in the Indepondent Offices Appropriabion Act
of 1859. It is clear fyom Jenator Dirkeen's remarks concerning this
legiclation that there wes Comgrecsional concern over transition from
one policy to another and the problems that might be engendered there-
by. Because of the unlque situation with respect to Bacramento as
outlined in the Congressionsl Record clted sbove, 1t was cxcepted from
the yroposed logislation end GBA vas glven authority to proceed with a
10-year loage-purchage apgreement.. The contracgt to finance was for a
10-year torm as authorized, resepving, howaver, the right to propay if
Comgrass chould see fit to appropriste funds for such purpose. We do
mot vicw the inclusion of this provision as 2n unauthorized asct. llove-
gvery it is reported that GSA has included such a provisien in other
leage.purchase cgreemonts $o phase out this program o8 Congresa deons
it apprepriate, Sinece tha Iﬂdege.ldent Offices Appropriation Act, 1@57,
gupea, specifically provided mongy to prepay the subject contrac
st preguns that Congress decned it appropriate to do so at this %nlme.
In thoge circumstances, we geé no basis upon which our Office may
pecperly odject to GBA's action in this case.

Uiaothey the circusstonces of this case ave such as %o justify o
private bill for relief is, of courze, a mattor of Congrassional
policy on vhich we exprecs no opinlon. If‘ we may be of further ger-
viee in this matter, plosse advige us. _ ' :

Jincerely yourg,

FRANK H. WEITZEL

Assistant Comptroller dencral
: of the United Gbates

The Honorable John B, ogs
liouge ef Heprecentatives
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